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 Abstract. This study aims to analyze the factors influencing 
taxpayer compliance among micro, small, and medium 
enterprises in terms of tax understanding and tax policy. This 
study employed a qualitative descriptive approach to obtain an 
in-depth understanding of taxpayer compliance behavior among 
business owners. Data collection techniques were conducted 
through interviews, observation, and documentation involving 
selected informants who actively managed their businesses and 
fulfilled tax administrative requirements. Data analysis was 
carried out through data reduction, data presentation, and 

conclusion drawing. The findings indicate that taxpayer 
compliance is influenced by limited tax understanding, low digital 
literacy, limited tax socialization, and the complexity of digital-
based tax administration systems. In addition, most business 
owners still implement simple financial recording practices, 
resulting in less optimal tax administration. The study concludes 
that simplifying tax administration, strengthening tax education, 
and providing direct assistance are important efforts to improve 
voluntary taxpayer compliance among micro, small, and medium 
enterprises. 

 
Abstrak. Penelitian ini bertujuan untuk menganalisis faktor-
faktor yang memengaruhi kepatuhan wajib pajak pada pelaku 

usaha mikro, kecil, dan menengah ditinjau dari pemahaman 

perpajakan dan kebijakan perpajakan. Penelitian ini 
menggunakan pendekatan deskriptif kualitatif untuk 

memperoleh pemahaman mendalam mengenai perilaku 

kepatuhan wajib pajak pada pelaku usaha. Teknik 

pengumpulan data dilakukan melalui wawancara, observasi, 
dan dokumentasi terhadap informan yang dipilih secara 

purposive berdasarkan keterlibatan aktif dalam kegiatan usaha 

dan pemenuhan administrasi perpajakan. Analisis data 
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dilakukan melalui tahapan reduksi data, penyajian data, dan 

penarikan kesimpulan. Hasil penelitian menunjukkan bahwa 

kepatuhan wajib pajak dipengaruhi oleh rendahnya 

pemahaman perpajakan, keterbatasan literasi digital, 
minimnya sosialisasi perpajakan, serta kompleksitas sistem 

administrasi perpajakan berbasis digital. Selain itu, sebagian 

besar pelaku usaha masih menggunakan pencatatan keuangan 
sederhana sehingga pelaksanaan administrasi perpajakan 

belum berjalan optimal. Penelitian ini menunjukkan bahwa 

penyederhanaan administrasi perpajakan, penguatan edukasi 
perpajakan, dan pendampingan langsung menjadi upaya 

penting dalam meningkatkan kepatuhan wajib pajak secara 

sukarela. 
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Introduction 

Micro, Small, and Medium Enterprises (MSMEs) have a strategic role in 
supporting Indonesia’s economic growth through their contribution to Gross 

Domestic Product (GDP), employment absorption, and the improvement of public 
welfare. MSMEs are not only a supporting sector, but also the main pillar of the 

national economy that contributes to GDP formation and economic stability (Fauziah 
et al., 2024). In addition, MSMEs also possess significant potential in increasing state 

revenue through taxation, in line with the role of taxes as the primary instrument of 

state financing. The government continues to encourage the optimization of tax 
revenue through various taxation policies aimed at MSME actors, such as the 

implementation of a simplified final Income Tax rate and the modernization of a 
digital-based tax administration system, including the implementation of Coretax by 

the Directorate General of Taxes. However, in its implementation, various obstacles 
are still found, causing the level of MSME taxpayer compliance to remain less than 

optimal (Kadir et al., 2025). 

The low level of MSME taxpayer compliance is influenced by various factors, 
both internal and external. Internal factors are related to the level of tax 

understanding among business actors, while external factors are associated with 
taxation policies implemented by the government (Maksum & Widaryanti, 2023). Tax 

understanding is important because MSME actors are required to independently 
understand the procedures for calculating, paying, and reporting taxes. According to 

Agustini and Puspita (2024), tax understanding includes knowledge regarding tax 
rates, calculation mechanisms, and tax reporting procedures. On the other hand, 

taxation policies that continue to undergo digitalization through electronic 

administration systems require business actors to possess adequate digital literacy 
skills. Nabila and Rahajeng (2023), explained that MSME taxation policies are 

designed to provide convenience through system simplification and low tax rates, yet 
still require adaptation from taxpayers. In fact, most MSME actors still use simple 

financial recording systems and do not fully understand the use of digital-based tax 
reporting systems. This condition causes some business actors to experience 

difficulties in fulfilling their tax obligations and even tend to avoid reporting taxes due 
to fear of administrative errors. 

Previous studies regarding MSME taxpayer compliance generally focused on the 

influence of tax understanding, taxpayer awareness, and tax sanctions on 
compliance (Karlinah et al., 2024). However, this study has its uniqueness because 
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it not only examines the aspect of tax understanding, but also relates it to the 
complexity of digital taxation policies and the low level of digital literacy among MSME 

actors following the implementation of a modern tax administration system (Muflikha 
& Furqon, 2024).This study also highlights the gap between the objectives of tax 

modernization and the real conditions faced by MSME actors in the field, particularly 

micro enterprises that still manage business administration in a simple manner. 
Therefore, this research provides a deeper understanding of the barriers to MSME 

taxpayer compliance in the era of taxation digitalization. 
The problem in this study is formulated as how the level of tax understanding 

and taxation policies affect MSME taxpayer compliance. This study assumes that the 
low level of tax understanding and the complexity of digital-based tax administration 

are the main factors affecting MSME taxpayer compliance. The scope of the study is 

limited to MSME actors who already possess a Taxpayer Identification Number 
(NPWP) and operate businesses in the West Java region. 

This study employs a qualitative descriptive approach with data collection 
techniques through interviews, observations, documentation, and questionnaire 

distribution. This approach was chosen to obtain an in-depth understanding of the 
experiences and obstacles faced by MSME actors in carrying out their tax obligations. 

The purpose of this study is to analyze the factors determining MSME taxpayer 
compliance in terms of the level of tax understanding and the applicable taxation 

policies. The results of this study are expected to provide input for the government 

and the Directorate General of Taxes in formulating taxation policies that are simpler, 
more inclusive, and more suitable to the conditions of MSME actors, thereby 

increasing voluntary taxpayer compliance. 
 

Research Method 
This study employed a qualitative approach with a descriptive method to gain 

an in-depth understanding of the factors influencing taxpayer compliance among 
Micro, Small, and Medium Enterprises (MSMEs) from the perspectives of tax 

understanding and tax policy. A qualitative approach was used because this research 
focuses on interpreting social phenomena that naturally occur among MSME actors 

in fulfilling their tax obligations. Qualitative research does not emphasize numerical 
measurement or statistical testing but rather seeks a comprehensive understanding 

of the experiences, perceptions, and actual conditions encountered by informants in 

the field. In line with Nasir et al. (2023), qualitative research is a research approach 
that focuses on natural phenomena, with the researcher serving as the primary 

instrument in the processes of data collection and inductive data analysis. 
The scope of the study was focused on MSME actors who possessed a Taxpayer 

Identification Number (NPWP) and actively operated businesses in West Java, 
particularly in Bandung City and Bandung Regency. The research was conducted 

across various types of businesses, including grocery stores, production businesses, 

culinary enterprises, and small-scale trading businesses that still maintained 
relatively simple administrative systems. The selection of the research locations was 

based on the high level of MSME activity and the diversity of business sectors 
operating in these areas, which were considered capable of providing an overview of 

MSME taxpayer compliance conditions. 
Research informants were selected using a purposive sampling technique, 

namely the selection of informants based on specific considerations aligned with the 
research objectives. This technique was employed because qualitative research 

prioritizes the depth of information rather than the number of informants. The 

criteria for selecting informants included MSME actors who possessed a Taxpayer 
Identification Number (NPWP), were actively operating their businesses, and had 
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experience in fulfilling tax obligations. Based on these criteria, the study involved 
four key informants representing grocery store businesses, pomade production 

businesses, poultry businesses, and culinary enterprises. These informants were 
selected because they were considered capable of providing in-depth information 

regarding tax understanding, the implementation of tax obligations, and the 

challenges encountered in tax administration. All informants participated voluntarily 
based on informed consent, and to maintain research ethics, their identities were 

anonymized using coded initials. 
The primary materials and instruments used in this study included interview 

guidelines, field notes, audio recording devices, and supporting documentation 
utilized to facilitate the data collection process. The researcher acted as the primary 

research instrument, directly conducting data collection, observation, interpretation, 

and analysis of the information obtained throughout the research process. 
Data collection techniques consisted of semi-structured interviews, observation, 

and documentation. Semi-structured interviews were conducted directly with 
informants to obtain a comprehensive understanding of their experiences related to 

tax understanding, the implementation of tax obligations, the use of digital tax 
administration systems, and the obstacles encountered in fulfilling tax obligations. 

The use of semi-structured interviews enabled the researcher to explore information 
more flexibly according to the conditions and experiences of each informant. 

According to Hariawan et al. (2025), interviews in qualitative research are conducted 

to understand informants’ experiences, views, and perceptions regarding the 
phenomenon under investigation. 

Observations were conducted to directly examine business conditions, 
administrative systems, and financial record-keeping practices implemented by 

MSME actors in their operational activities. Through observation, the researcher was 
able to understand actual field conditions and compare them with the interview 

findings obtained from informants. Meanwhile, documentation was used as 

supporting data in the form of business records, tax administration documents, and 
other documents related to the implementation of MSME tax obligations. 

The research focused on tax understanding and tax policy in relation to MSME 
taxpayer compliance. Tax understanding in this study was defined as the ability of 

business actors to comprehend tax payment procedures, Annual Tax Return (SPT) 
reporting, tax rates, and the use of digital-based tax administration systems. 

Meanwhile, tax policy was understood as a form of regulation and tax administration 
modernization implemented by the government to facilitate tax services for MSME 

taxpayers. Taxpayer compliance was defined as the willingness of business actors to 

fulfill their tax obligations in accordance with applicable regulations. 
Data analysis was conducted interactively and continuously throughout the 

research process. The analysis involved the stages of data reduction, data 
presentation, and conclusion drawing. Data reduction was performed by selecting, 

focusing, and simplifying interview, observation, and documentation data relevant to 
the research focus. The next stage involved presenting the data in narrative form so 

that the relationships among research findings could be understood systematically. 
After the data were presented, conclusions were drawn based on patterns, 

relationships, and meanings identified throughout the research process. According 

to Abdussamad (2021:160), data analysis in qualitative research is conducted 
interactively until data saturation is achieved and an in-depth understanding of the 

phenomenon under study is obtained. 
To ensure data validity, this study employed source triangulation and technique 

triangulation. Source triangulation was conducted by comparing information 
obtained from each informant, while technique triangulation involved comparing data 
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derived from interviews, observations, and documentation. The process of technique 
triangulation was carried out by cross-checking interview transcripts with internal 

business administrative documentation and field observation records to minimize 
subjective bias and strengthen the credibility of the findings (Morgan, 2024). The use 

of triangulation aimed to enhance data validity so that the research findings could be 

considered trustworthy and reflective of actual conditions in the field. 
 

Results and Discussion 
Results 

This study involved four MSME owners operating in different business sectors, 
namely a grocery store business, a poultry farming business, a culinary business, 

and a pomade production business. Data were collected through semi-structured 
interviews, observations, and documentation to identify factors affecting taxpayer 

compliance from the perspectives of tax understanding and tax policy. 
The findings indicate that taxpayer compliance among MSME actors remains 

relatively low. Although all informants possessed a Taxpayer Identification Number 

(NPWP), only one informant consistently fulfilled annual tax reporting obligations. 
Three informants admitted that they had never independently submitted an Annual 

Tax Return (SPT). This finding demonstrates that ownership of an NPWP does not 
necessarily reflect compliance with tax reporting obligations. 

The first finding shows that limited tax understanding remains one of the 
primary obstacles to taxpayer compliance. Most informants only possessed basic 

knowledge regarding NPWP ownership and tax payment obligations, while their 
understanding of tax calculation procedures, tax rates, and electronic reporting 

systems remained limited. One informant stated: 

“I have never submitted an SPT because I do not understand the procedures 
and do not have the time to learn the online tax system” (Interview, 2026). 

This statement indicates that limited tax literacy reduces taxpayers’ confidence 
in fulfilling their obligations independently. 

The second finding relates to digital literacy limitations. Observations revealed 
that most MSME actors still relied on manual bookkeeping systems and had limited 

ability to operate digital tax administration platforms such as DJP Online and 
Coretax. Financial records were generally maintained through handwritten notes or 

simple Microsoft Excel spreadsheets. This condition demonstrates that the transition 

toward fully digital tax administration has not been fully supported by adequate 
technological readiness among MSME actors. 

The third finding concerns the lack of tax socialization and technical assistance. 
Several informants expressed concerns about making mistakes during tax reporting 

and reported that they had never received direct guidance from tax authorities. One 
informant explained: 

“I do not dare to submit an SPT because I do not understand the procedures 

and have never received direct tax socialization from the tax authorities” (Interview, 
2026). 

This finding suggests that insufficient tax education and assistance contribute 
to uncertainty and discourage taxpayers from fulfilling their reporting obligations. 

However, this study also identified a different compliance behavior in one 
informant operating a pomade production business. Despite having limited 

knowledge of detailed tax regulations and still relying on manual bookkeeping 
practices, the informant consistently fulfilled tax obligations, including annual tax 

reporting and VAT collection. The informant stated: 

“In running my business, I have tried to fulfill tax obligations such as obtaining 
an NPWP and filing annual tax returns. Regarding VAT, I also collect it in product 
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sales. As for my understanding of taxation and tax policies, I only know the general 
aspects and have not yet studied more detailed regulations” (Interview, 2026). 

This finding indicates that taxpayer awareness and tax morale may influence 
compliance behavior even when technical tax knowledge remains limited. 

Overall, the findings demonstrate that MSME taxpayer compliance is influenced 

by four main factors: (1) limited tax understanding, (2) low digital literacy, (3) 
insufficient tax socialization and assistance, and (4) the complexity of digital tax 

administration systems. 
Discussion 

The realization of national tax revenue in 2025, which experienced a shortfall 
(reaching only 87.6% of the State Budget target), indicates a significant urgency to 

optimize the contribution of the MSME sector as a primary pillar of Indonesia’s Gross 

Domestic Product (GDP). However, the voluntary compliance target set at 81.92% 
conflicts with the technical capacity of business actors in practice. 

The findings of this study indicate that the level of taxpayer compliance among 
Micro, Small, and Medium Enterprises (MSMEs) remains suboptimal and is closely 

related to the level of tax understanding possessed by business actors. Empirical 
findings in the field indicate that although most informants already possess a 

Taxpayer Identification Number (NPWP), the obligation to submit Annual Tax Returns 
(SPT) has not been carried out regularly. This phenomenon of NPWP ownership 

without SPT reporting reflects the fulfillment of obligations merely as a formality 

(formal compliance) without being accompanied by material compliance. 
This condition is consistent with the findings of Agustini and Puspita (2024), 

who emphasize that tax understanding plays an important role in encouraging 
taxpayers to fulfill their obligations properly. MSME actors who do not adequately 

understand tax procedures, reporting mechanisms, and tax regulations tend to 
experience difficulties in complying with tax obligations. Similar findings were 

reported by Maksum and Widaryanti (2023), who identified tax understanding as one 

of the primary determinants of taxpayer compliance. Furthermore, Karlinah et al. 
(2024) found that tax awareness serves as an important mediating variable between 

tax knowledge and taxpayer compliance. These findings indicate that improving tax 
literacy can strengthen both taxpayers’ understanding and awareness of their 

obligations. In addition, a systematic literature review conducted by Lestari and 
Fuadah (2025) concluded that tax understanding, taxpayer awareness, and tax 

socialization consistently emerge as the most influential factors affecting MSME 
taxpayer compliance in Indonesia. Therefore, strengthening tax education remains a 

strategic approach to improving voluntary compliance among MSMEs. 

Tax modernization through the Coretax and DJP Online systems was designed 
by the government to streamline bureaucracy and facilitate electronic reporting. 

However, the effectiveness of this policy depends heavily on users’ digital literacy. The 
findings of this study show that most MSME actors continue to rely on manual 

bookkeeping and possess limited technological capabilities, which hinders the 
adoption of digital tax administration systems. These findings support Nabila and 

Rahajeng (2023), who found that modernization of tax administration positively 
influences tax compliance but requires taxpayers to possess adequate knowledge and 

adaptability toward digital systems. 

The findings are further strengthened by Kadir et al. (2025), who reported that 
the implementation of Coretax provides significant opportunities for improving tax 

administration efficiency and transparency. However, they also found that limited 
digital literacy remains one of the primary barriers faced by MSME taxpayers. Similar 

conditions were observed in this study, where most informants still relied on simple 
bookkeeping systems and experienced difficulties in adapting to digital tax 
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administration. Consequently, tax modernization is often perceived as an additional 
administrative burden rather than a supportive instrument for compliance. This 

finding is also consistent with the OECD (2024), which emphasizes that the success 
of digital tax administration reforms depends not only on technological infrastructure 

but also on taxpayers’ ability to access, understand, and effectively utilize digital 

services. Likewise, the World Bank (2023) highlights that digital transformation in 
taxation requires continuous assistance and capacity-building programs, 

particularly for small businesses with limited technological capabilities. 
The study also found that inadequate tax socialization and technical assistance 

contribute to taxpayer uncertainty and fear of making reporting mistakes. This 
finding suggests that non-compliance among MSME actors is not always intentional 

but often results from limited access to information and guidance. Similar findings 

were reported by Karlinah et al. (2024), who concluded that tax awareness and 
understanding significantly influence taxpayer compliance behavior. The lack of 

direct socialization from tax authorities causes many MSME actors to feel uncertain 
about tax reporting procedures and increases concerns regarding potential 

administrative sanctions resulting from reporting errors. 
The findings also indicate that compliance behavior is influenced not only by 

knowledge factors but also by the support environment surrounding taxpayers. 
Business actors who receive adequate information, guidance, and assistance tend to 

demonstrate higher confidence in fulfilling tax obligations. Conversely, taxpayers who 

rarely receive tax education or direct assistance often perceive tax administration as 
complex and difficult to understand. This finding confirms that improving taxpayer 

compliance requires not only regulatory enforcement but also continuous education 
and assistance programs targeted at MSME actors. Previous studies have 

demonstrated that tax authorities play a critical role in building taxpayer trust and 
encouraging voluntary compliance through effective communication and educational 

outreach (Gangl et al., 2015). 

Interestingly, one informant demonstrated a high level of compliance despite 
limited technical tax knowledge. This finding indicates that tax compliance is not 

solely determined by tax literacy but may also be influenced by tax morale, personal 
responsibility, and awareness of the importance of contributing to state revenue. This 

result supports the argument that taxpayer compliance emerges from both cognitive 
and behavioral dimensions. The willingness of the informant to continue reporting 

taxes despite limited technical knowledge reflects a strong sense of responsibility and 
awareness regarding the role of taxation in supporting national development. 

This finding is consistent with Rizalti and Iskandar (2025), who found that 

taxpayer awareness significantly influences MSME taxpayer compliance. Their study 
suggests that taxpayers who recognize the importance of taxation for public services 

and government financing are more likely to fulfill their obligations voluntarily. This 
finding is also supported by Alm (2019), who argues that taxpayer compliance is 

influenced not only by enforcement mechanisms and sanctions but also by moral 
considerations, social norms, and intrinsic motivation. Similarly, Kirchler et al. 

(2008) explain through the Slippery Slope Framework that voluntary tax compliance 
tends to increase when taxpayers have greater trust in tax authorities and perceive 

tax administration as fair and supportive. Therefore, efforts to improve compliance 

should not only focus on increasing technical tax knowledge but also on 
strengthening taxpayer awareness, trust, and responsibility. 

From a policy perspective, the findings reveal a gap between the objectives of 
tax modernization and the actual readiness of MSME actors. While digitalization is 

intended to improve efficiency and accessibility, many micro-enterprises still operate 
using traditional administrative systems. Consequently, digital tax administration is 
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often perceived as an additional burden rather than a facilitative mechanism. This 
finding is in line with Muflikha and Furqon (2024), who argue that tax policies can 

positively contribute to MSME development only when they are accompanied by 
implementation mechanisms that are simple, understandable, and appropriate to the 

capabilities of business actors. 

Therefore, efforts to improve MSME taxpayer compliance should not focus 
exclusively on regulatory enforcement or tariff reductions. Instead, greater emphasis 

should be placed on simplifying administrative procedures, strengthening tax 
education programs, improving digital literacy, and providing direct assistance to 

MSME actors. Such measures are expected to reduce compliance barriers and 
encourage voluntary taxpayer compliance in a sustainable manner.  

 

Conclusion and Recommendations 
This study concludes that MSME taxpayer compliance remains relatively low 

despite the ownership of Taxpayer Identification Numbers (NPWP). The findings 

indicate that compliance is influenced by limited tax understanding, low digital 

literacy, inadequate tax socialization and assistance, and the complexity of digital 
tax administration systems such as DJP Online and Coretax. In addition, the study 

shows that taxpayer awareness and personal responsibility may encourage 
compliance behavior even when technical tax knowledge is limited. Based on these 

findings, the Directorate General of Taxes is expected to strengthen tax education, 
increase direct assistance programs, and simplify digital tax administration systems 

to better accommodate the characteristics of MSME actors. MSME owners are also 
encouraged to improve their tax knowledge and financial record-keeping practices. 

Future research is recommended to involve a larger number of informants and 

broader research locations to obtain a more comprehensive understanding of MSME 
taxpayer compliance.  
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